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PREFACE 

This  report  on  marketing  costs  and 
margins  for  lamb  is  one  of  several  such 
reports  on  food  items  that  have  been 
published  or  are  planned  by  the 
United  States  Department  of  Agri- 
culture for  1956-57.  This  group  of 
reports,  issued  by  the  Marketing  Re- 
search Division,  Agricultural  Market- 
ing Service,  is  designed  to  meet  a 
need  for  more  information  on  farm- 
to-consumer  price  spreads  or  margins 
for  food. 

Farmers  expect  their  prices  to  move 
up  and  down  with  changes  in  the 
volume  of  farm  marketings.  They 
also  recognize  the  seasonal  character 
of  supply -price  changes,  and  many  of 
them  make  adjustments  to  meet  such 
changes.  Farmers  often  turn  to  the 
Department  for  an  explanation  of 
these  supply-price  changes.  During 
periods  of  declining  prices,  they  want 
to  know  if  retail  price  changes  have 
reflected  the  lower  live  animal  prices 
at  the  farm. 

Fluctuations  in  dollar  margins  for 
lamb  come  about  because  prices  of 
live  lamb,  carcass  lamb,  and  retail 
lamb  do  not  maintain  a  fixed  rela- 
tionship to  one  another.  Short-term 
changes  reflect  different  movements 
of  the  several  price  series  without 
much  relation  to  marketing  costs.  A 
widening  or  narrowing  in  margins 
over  a  long  period  is  an  indication  of 
changes  in  the  cost  of  performing  the 
marketing  services,  or  an  increase  or 
decrease  in  profits.  A  widening  of 
margins  might  be  caused  by  the  addi- 
tion of  consumer  services  in  process- 
ing or  merchandising  food,  or  by  a 
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Publications  issued  by  the  U.  S.  Depart- 
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margins  For  foods  include: 

Marketing  Costs  for  Food,  Miscellaneous 

Publication  No.  708,  December  1955 
Beef    Marketing     Margins    and    Costs, 

Miscellaneous  Publication    No.    710, 

February  1956 
Marketing    Margins    for    White    Bread, 

Miscellaneous   Publication    No.   712, 

March  1956 
Pork     Marketing     Margins    and     Costs, 


rise  in  the  cost  of  the  usual  services. 

Some  of  the  work  now  under  way 
in  the  Department  is  designed  to  es- 
tablish relationships  between  changes 
in  margins,  costs,  and  services.  In 
any  case,  changes  in  prices  and  costs 
have  a  bearing  on  returns  to  farmers 
and  on  the  prices  that  consumers  pai 
for  food. 

The  data  included  in  the  six  illus- 
trative cases  presented  in  this  report 
disclose  wide  variations  in  costs, 
prices,  and  returns  to  farmers,  feeders, 
packers,  wholesalers,  and  retailers 
who  buy  or  sell  live  lambs  or  lamb 
carcasses  at  different  times  and  under 
different  conditions.  Extreme  vari- 
ability in  prices  and  returns  to  mar- 
keting agencies  is  demonstrated  in 
the  illustrative  cases.  Consequentlv. 
these  cases  emphasize  some  of  the 
problems  in  calculating  meaningful 
average  margins  and  profits. 

Cost  factors  in  providing  marketing 
services,  such  as  labor,  supplies, 
equipment,  transportation,  rent,  and 
depreciation,  are  reflected  in  the  mar- 
keting margins  for  lamb.  Therefore, 
the  key  to  a  reduction  over  time  in 
margins  for  lambs,  as  well  as  for  other 
farm  products,  lies  principallv  in  the 
efficient  use  of  these  cost  elements. 
For  this  reason,  the  Department  is 
allocating  a  substantial  part  of  its 
research  funds  to  studies  of  food  mar- 
keting costs,  ways  to  reduce  such 
costs,  and  ways  to  improve  qualitv, 
services,  or  handling  methods  which 
might  increase  the  demand  for  farm 
products. 


Miscellaneous   Publication    No.    711 
April  1956 

Margins  and  Costs  in  Marketing  Florida 
Sweet  Com,  Miscellaneous  Publica- 
tion No.  719,  April  1956 

Marketing  Costs  and  Margins  for  Fresh 
Milk,  Miscellaneous  Publication  No. 
733,  October  1956. 

In  addition,  articles  on  costs  and  margins 
for  food  products  have  been  published  in 
"The  Marketing  and  Transportation  Situa- 
tion," issued  quarterly  by  the  Department. 
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Sheep  raising  involves  the  produc- 
tion of  both  wool  and  meat,  each  a 
distincl  commodity.  In  the  United 
States,  the  relative  importance  of  the 
production  of  wool,  mutton,  and  lamb 
has  shifted  within  the  sheep  industry. 
In  1955,  about  37  percent  of  the  total 
income  from  sheep  and  wool  was  de- 
ri\i(l  from  wool,  and  63  percent  from 
the  -beep  and  lambs  sold. 

Stoek  sheep  and  lambs  on  U.  S. 
farms  on  January  1,  1956.  totaled  27 
million  head.  This  represents  a  de- 
cline of  about  45  percent  from  the 
\\  <>rld  W  ar  II  peak  of  49  million 
head  in  1942. 

Consumption  of  lamb  and  mutton 
is  usually  greater  in  areas  where  there 
is  a  heavy  concentration  of  white- 
collar  workers,  professional  workers, 
people  who  prefer  Kosher  foods,  and 
people  from  eastern  Mediterranean 
countries.  It  is  greatest  in  the  Mid- 
dle Atlantic  and  Pacific  Coast  sec- 
tions of  the  country.  It  is  least  in 
the  East  South  Central  and  West 
South  Central  States.  United  States 
consumption  of  lamb  and  mutton  per 
capita  dropped  from  6.4  pounds  in 
1930  to  4.3  pounds  in  1956,  compared 
with  an  increase  in  beef  consumption 
per  capita  from  48.2  pounds  to  83.0 
pounds  for  the  same  period.  Like- 
wise, poultry  consumption  per  capita 
trended  upward  from  16.9  pounds  in 
1930  to  28.9  pounds  in  1956. 

This  decrease  in  per  capita  con- 
sumption of  lamb  and  mutton,  as 
compared  with  increases  for  other 
meats  and  poultry,  reflects  changes 
in  expectations  of  lamb  producers, 
and  the  competitive  position  of  the 
sheep  enterprise  compared  with  other 


meat  -  producing  enterprises.  The 
changes  influence  the  prices  received 
h\  farmers  for  sheep  and  lambs,  and 
prices  paid  b\  consumers  for  lamb 
and  mutton.  In  the  long  run. 
changes  in  marketing  margins  re- 
flect changes  in  marketing  services 
and  in  the  costs  of  performing  these 
services. 

Marketing  margins  or  price  spreads 
for  lamb — the  difference  between  the 
price  received  by  lamb  producers  and 
the  price  paid  by  consumers — have 
been  gradually  increasing  during  re- 
cent years.  This  is  shown  by  com- 
parison of  the  price  per  pound  of  lamb 
at  retail  and  the  price  of  its  equivalent 
weight  of  live  lamb — an  annual  aver- 
age of  about  2.37  pounds  of  the  live 
animal. 

These  data  indicate  that  some 
month-to-month  variations  in  overall 
farm-to-retail  margins  for  lamb  during 
the  8-year  period  1949-56  came 
about  because  of  lags  in  adjustments 
of  retail  prices  to  farm  prices.  Retail 
prices  trended  upward  sharply  in  the 
first  half  of  1949  and  declined  rather 
drastically  during  the  latter  half. 
They  remained  relatively  stable  dur- 
ing 1950  and  1951.  For  the  remain- 
der of  the  period,  the  trend  was  down- 
ward, with  month-to-month  seasonal 
variations.  On  the  other  hand,  farm 
prices  for  lambs  increased  during  1950 
and  the  first  three  quarters  of  1951, 
then  decreased  rapidly  during  the  last 
quarter  of  1951  and  during  1952,  after 
which  they  declined  more  gradually. 
Farm-to-retail  margins  for  lamb, 
therefore,  declined  in  the  latter  part 
of  1949  and  in  the  first  quarter  of 
1950.     Thev  narrowed  substantiallv 


in  the  first  quarter  of  1951  but 
widened  rather  markedly  in  the  latter 
part  of  1951  and  in  1952.  There  was 
a  slight  upward  trend  in  margins 
from  1953  to  1956. 

Live-to-wholesale  marketing  mar- 
gins for  lamhs  tended  to  follow  closer) 
the  same  general  pattern  as  that  of 
farm-to-retail  margins.  Wholesale- 
to-retail  margins  were  somewhat  more 
stable,  but  displayed  month-to-month 
variations  caused  by  certain  lags  in 
adjustments  of  live  and  wholesale 
prices. 

This  report  presents  six  examples  of 
marketings  of  lambs  from  farm  and 


ranch  through  the  livestock  market- 
ing, slaughtering  and  processing, 
wholesaling,  and  retailing  levels  to 
the  ultimate  consumer,  based  on 
actual  average  priee  quotation-.  The\ 
show  that  raising,  feeding,  and  slaugh- 
tering lambs,  and  wholesaling  and  re- 
tailing lamb  carcasses  are  risky  enter- 
prises. The  difference  between  costs 
and  selling  prices  can  vary  greatlv, 
yielding  different  margins  for  similar 
services  at  different  times.  For  the 
lamb  producer  and  feeder,  they  show 
that  the  timing  of  purchase  and  sale 
is  a  major  factor  in  determining  profit 
or  loss. 


The  "Marketing  Margin" 

The  "marketing  margin"  is  the  difference  be- 
tween the  price  per  pound  the  consumer  pays  for 
lamb  and  the  payment  the  farmer  receives  for  an 
equivalent  quantity  of  live  lamb.  During  the  year, 
the  live  weight  equivalent  to  1  pound  of  retail 
lamb  varies  from  2.28  to  2.42  pounds  and  aver- 
ages about  2.37  pounds.  Changing  yields  of 
wool  during  the  year  account  for  the  variations  in 
pounds  of  live  lamb  required  to  produce  1  pound 
of  lamb  at  retail.  The  marketing  margin  repre- 
sents the  return  to  marketing  agencies  for  all  the 
services  required  in  marketing  slaughter  lambs 
from  farm  to  packing  plant,  in  slaughtering  the 
lamb,  and  in  processing,  wholesaling,  and  retail- 
ing lamb  products. 


E        LAMB  MARKETING 
COSTS  AND  MARGINS  x 

Some  Characteristics  of 

the  Sheep  Industry 


The  Bheep  industry  produces  joint 
products  wool  and  meal  which  dif- 
fer wideh  in  nature,  use,  price,  and 
ultimate  distribution.  The  quality 
and  quantity  of  wool  and  meat  both 
ma\  be  greatlj  influenced  over  long 
periods  by  the  relative  importance  of 
these  products  as  sources  of  income  to 
sheep  raisers. 

In  the  earl%  history  of  the  United 
States,  sheep  were  raised  almost  ex- 
clusively for  wool.  Later,  mutton  be- 
came a  more  important  market  com- 
modity for  the  sheep  industry.  In 
more  recent  \  cars,  lamb  production 
has  become  the  major  source  of  in- 
come for  sheepmen.  Lamb  has  gained 
it-  prominence  in  the  sheep  industry 
because  of  the  relatively  greater  de- 
mand for  lamb  as  meat  as  compared 
with  wool  demand.  However,  lamb 
and  mutton  do  not  hold  relatively 
important  positions  in  the  overall 
meat  industry,  compared  with  beef, 
pork,  and  poultry. 

W  hen  wool  was  the  main  source 
ot  income,  relatively  large  numbers 
of  wethers  were  kept  in  the  herd  and 
lambs  were  raised  mainly  to  replace 
sheep  lost  by  death  and  the  few  sold 
for  slaughter.  In  more  recent  years, 
with  increases  in  the  relative  im- 
portance of  lambs  for  slaughter,  the 
emphasis  in  sheep  raising  has  shifted 
to  fewer  wethers  and  more  lambs  sold 
as  lamb,  and  from  production  of  fine 
wool  breeds  to  the  meat  types  and 
crossbreeds. 

The  proportion  of  wool  growers' 
income  received  from  shorn  wool  sales 
decreased  from  an  average  of  about 
12  percent  of  the  total  income  to  the 
sheep  industry  in  1910-19  to  an 
average  of  about  33  percent  during 
the  earlv  1950's. 


Conversely,  income  derived  from 
sale  of  sheep  and  lambs  for  slaughter 
increased  from  a  1910-1919  average 
of  58  percent  of  total  income  to  sheep 
raisers  to  an  average  of  67  percent  in 
the  early  1950's.  In  1955,  income 
from  sale  of  sheep  and  lambs  ac- 
counted for  about  71  percent  of  total 
income  of  farmers  from  sheep. 

Part  of  the  income  from  the  sale  of 
sheep  and  lambs  comes  from  the 
pulled  wool  removed  from  pelts  of 
sheep  and  lambs  after  slaughter.  In 
1910-1919,  when  sales  of  shorn  wool 
accounted  for  42  percent  of  the  in- 
come from  sheep  and  lamb  produc- 
tion, pulled  wool  contributed  about 
11  percent,  and  mutton,  lamb,  and 
byproducts  other  than  wool,  47  per- 
cent. In  the  early  1950's,  however, 
when  shorn  wool  accounted  for  33 
percent,  pulled  wool  accounted  for  8 
percent,  and  mutton,  lamb,  and  other 
byproducts,  59  percent. 

Stock  sheep  and  lambs  on  U.  S. 
farms  on  January  1,  1956,  totaled  27 
million  head,  near  the  26-million-head 
figure  for  1950  which  was  the  all- 
time  low  since  these  records  were 
started  in  1866  (fig.  1).  This  repre- 
sented a  45  percent  decline  in  num- 
bers from  the  World  War  II  peak  of 
49  million  head  in  1942.  Decreases 
in  numbers  have  been  general  through- 
out the  United  States,  the  more  pro- 
nounced declines  occurring  in  the 
Western  States.  The  current  decreas- 
es can  be  accounted  for,  in  part,  by 
scarcity  of  dependable  sheep  herders, 
increased  costs  of  labor,  losses  from 
predatory  animals,  reductions  in  graz- 
ing allotments  on  public  land,  and 
relatively  low  returns  from  sheep  as 
compared  with  returns  from  other 
livestock. 


Changes  in  Lamb 
Production  and  Consumption 


A  closer  look  at  the  distribution  of 
farm  production  of  sheep  and  lambs 
by  States  is  given  in  the  top  map  in 
figure  2.  In  1954,  farm  production  of 
sheep  and  lambs  was  greatest  in  the 
North  Central  States,  in  Texas,  and 
in  the  West.  It  was  relatively  less 
important  in  States  along  the  eastern 
seaboard  and  in  the  South.  Texas, 
the  leading  State,  produced  8.2  per- 
cent of  the  total  live  weight  of  farm 
production  in  1954,  more  than  all 
the  southeastern  States  combined. 

During  the  8-year  period  1949- 
1956,  lamb  slaughter  averaged  about 
13  million  head   (fig.  3).     It  ranged 


from  12  million  head  in  1949  to  15.6 
million  in  1955.  Lamb  slaughter  lor 
1956  is  estimated  at  15  million  head. 
The  low  for  this  period  was  reached 
in  1951.  when  10  million  head  were 
slaughtered.  At  that  time,  the  Ko- 
rean conflict  had  been  under  wa\  for 
nearly  a  year,  and  the  resulting 
advance  in  lamb  and  wool  prices 
provided  a  strong  incentive  for  pro- 
ducers to  retain  a  much  larger  pro- 
portion of  the  lamb  crop. 

The  middle  map  in  figure  2  Bhowa 
the  dressed  weight  of  lamb  and  mut- 
ton produced  from  slaughter.  b\ 
States,    for    1954.     A    total    of    734 
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million  pounds  was  produced  from 
all  slaughter.  California  was  the 
leading  slaughter  State,  with  Iowa 
Becoild  and  Nebraska  third.  Over 
one-third  of  the  total  was  produced 
in  the  \A  es1  North  Central  States. 
There  was  very  little  southern 
slaughter. 

Consumption  of  lamb  and  mutton 
i-  usuall}  light  in  the  areas  where 
sheep  are  produced.  The  centers  of 
lamb  and  mutton  consumption  are 
primarily  in  heavily  populated  metro- 
politan areas.  Lamb  is  eaten  pri- 
marily by  white-collar  workers,  pro- 
fessional workers,  people  who  prefer 
Ko-her  foods,  and  people  from  eastern 
Mediterranean  regions. 

The  bottom  map  in  figure  2  shows 
thi  extremely  large  differences  among 
regions  and  States  in  consumption  of 
lamb  and  mutton.  In  1954,  the  latest 
\iar  for  which  State  data  are  avail- 
able, consumption  of  lamb  was  great- 
.■-t  in  the  Middle  Atlantic  and  Pacific 
sections  of  the  country,  and  least  in 
tbe    East   South   Central.    Mountain. 


and  South  Central  States.  More 
than  twice  as  much  lamb  went  to 
consumers  in  each  of  the  States  of 
New  York  and  California  as  to  any 
other  State.  New  York  received  24 
percent  of  the  United  States  total 
and  California  21  percent.  Massa- 
chusetts, Pennsylvania,  Illinois,  and 
New  Jersey  are  other  important 
lamb-consuming  States. 

United  States  per  capita  consump- 
tion of  lamb  and  mutton  for  1954 
averaged  4.5  pounds.  States  ranged 
from  a  high  of  12.4  pounds  per  person 
in  Massachusetts  to  a  low  of  0.2 
pound  in  Mississippi  (fig.  4).  Only 
12  States  and  the  District  of  Colum- 
bia had  per  capita  consumptions 
higher  than  the  Lnited  States  average 
of  4.5  pounds  in  1954. 

Per  capita  consumption  of  lamb 
and  mutton  since  1930  is  compared 
with  consumption  of  other  red  meat 
and  poultry  in  figure  5.  Per  capita 
consumption  of  beef  increased  from 
48.2  pounds  (carcass  weight)  in  1930 
to  83.0  pounds  in  1956,  an  increase  of 
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72  percent.  \  eal  consumption  in- 
creased  from  6.  I  to  9.3  pound-,  or  l"» 
percent,  for  the  Bame  period.  There 
was  a  slight  decline  in  1 1 1 «-  per  capita 
consumption  of  pork,  during  the  pe- 
riod, from  66. 1  pounds  to  65.0  pounds, 
a  drop  of  2  percent.  Poultrj  con- 
sumption, on  ilic  other  hand,  trended 
upward  from  16.9  pounds  per  capita 
in  L930  to  28.9  pounds  in  1956,  an  in- 


crease of  71  percent.  Lamb  and 
mutton  consumption  dropped  from 
6. 1  pounds  to  1.3  pounds  per  person, 

a  decline  of  33  percent.  Despite  tlii- 
decrease  in  per  <  apita  <  onsumption  of 
pork  and  lamb,  total  per  capita  con- 
sumption of  red  meat  and  poultr) 
increased  from  I  11.0  pound-  in  I'HO 
to  190.5  pounds  in  I ')")(>.  a  32-percenl 
increase. 
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Marketing  Practices 
and  Margins 


Slaughter  lambs  usually  range  From 
3  to  I")  months  <»l  age,  depending  on 
whether  the)  are  sold  as  milk-fed 
lambs  or  grain-fed  slaughter  lambs. 
The  production  and  marketing  proc- 
-  eonsisl  of  main  different  and 
Oecessan  jobs  performed  by  people 
with  varying  -kill-.  Each  marketing 
process  has  different  costs,  and  re- 
quires varying  facilities  for  trans- 
forming the  ran  materials,  .so  as  to 
move  them  an  additional  step  toward 
the  retail  cuts  sold  to  consumers. 

Facilities  and  services  to  con\ert 
the  live  animal  into  meat  for  sale  to 
consumers  under  varying  conditions 
a-  to  time,  place  and  form  are  pro- 
vided  l>\  several  marketing  agencies. 
I  hese  include  dealers,  auctions, 
auctioneers,  commission  men.  stock- 
yards,  truckers,  railroads,  slaught- 
erers, packers,  wholesalers,  jobbers, 
brokers,  ami  retailers.  The  extent  to 
which  any  one  agencv  is  used  is  deter- 
mined by  the  selection  of  channels  for 
moving  the  product  from  the  farm  to 
the  consumer. 

The  prices  consumers  pav  for  retail 
cuts  and  the  prices  farmers  receive  for 
lambs  are  determined,  of  course,  bv 
supply  and  demand  at  the  retail  and 
farm  levels.  These  prices,  however. 
are  affected  also  by  the  marketing 
services  performed  and  the  costs  of 
performing  these  services. 

Marketing   Live   Lambs  and 
Lamb  Carcasses 

Costs  of  marketing  lambs  are.  to  a 
certain  extent,  related  to  the  channels 
through  which  the  animals  move  and 
to  the  marketing  services  performed. 
The   customary    marketing   practices 


are  described  brief!)  in  tin-  section  in 
order  to  provide  the  basis  for  under- 
standing how  and  win  costs  are  in- 
curred. 

lambs  are  marketed  first  either 
as  feeders,  for  feeding  and  later 
slaughter,  or  as  spring  lambs,  for  im- 
mediate slaughter.  The  average 
weight  of  lambs  sold  for  feeding 
ranges  from  45  to  70  pounds.  Range 
feed  conditions  and  the  producer's 
expectations  of  prices  are  among  the 
more  important  factors  influencing 
the  producer's  decisions  in  marketing 
feeder  lambs.  Most  of  the  lambs 
bought  for  feeding  come  from  Texas, 
\\  yoming,  Montana,  Utah,  Idaho. 
Colorado,  and  California. 

Feeder  lambs  are  usually  sold  at 
the  ranch,  either  to  dealers  or  directly 
to  feeders.  Producers  also  sell  feeder 
lambs  through  auction  markets,  ter- 
minal public  markets,  and  dealers 
elsewhere  than  at  the  ranch,  depend- 
ing upon  expenses  of  marketing,  near- 
ness or  convenience  of  the  market, 
and  expected  price. 

Transportation  charges  are  often  a 
large  item  of  expense  in  marketing 
lambs.  Inasmuch  as  lamb  prices  are 
based  on  live  animal  prices  at  the 
slaughtering  plant,  the  expenses  for 
transportation  of  live  animals  usu- 
allv  are  borne  by  the  farmer  and 
rancher,  either  directly  by  those  who 
ship  feeder  and  slaughter  lambs  to 
markets,  or  indirectly  in  the  form  of 
lower  prices  when  the  animals  are 
sold  at  the  farm  or  ranch.  In  the 
latter  instance,  the  direct  expense  of 
transportation  is  paid  by  the  buyer 
of  the  lambs. 

In  addition  to  the  direct  expense 
of  shipping,  a  hidden  transportation 
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cos!  is  that  of  "tissue  shrinkage,"  or 

the  net  lo->  in  weight  of  live  animals 
moving  to  or  from  the  market.  The 
Overall  shrinkage,  both  tissue  and 
excretory,  is  often  compensated  for 
in  -ales  made  at  ranches  and  feed  lot  > 
by  reducing  the  local  scale  weight  by 
an  agreed-upon  percentage. 

\\  lien  feeder  lambs  are  sold  at  the 
terminal  public  market,  the  animals 
are  usuallv  consigned  by  the  shipper 
to  a  particular  commission  firm.  The) 
are  received  by  the  stockyards  com- 
pany, delivered  to  the  commission 
firm's  pen,  fed  and  watered,  weighed 
at  the  time  of  sale,  and  loaded  for 
shipment  after  sale.  The  shipper 
pays  a  commission  fee  and  the  ex- 
penses of  yardage,  feed  and  bedding, 
and  miscellaneous  fees  for  the  use  of 
facilities  and  the  services  performed. 

The  buyer  of  feeder  lambs  at  a 
public  market  may  purchase  the  ani- 
mals himself,  or  he  may  engage  a 
commission  firm  to  buy  them  for 
him,  for  which  he  pays  a  buying 
charge. 


Sale   of   Spring    Lambs   and 
Fed  Lambs 

Lambs  are  sold  as  "spring"  lambs 
or  "fed"  lambs.  Spring  lamb-  range 
from  3  to  7  months  in  age  and  weigh 
from  55  to  100  pounds.  The\  arrive 
at  some  livestock  markets  as  earlv 
as  March  and  continue  to  arrive 
through  September.  The  practice  of 
selling  the  young,  milk-fed  animals  | 
often  introduces  special  marketing 
problems  for  sellers  and  buyer-. 

Fed  slaughter  lambs  are  those  that 
have  been  fattened  on  grain  rather 
than  on  grass  or  roughage  alone. 
They  are  usually  fed  in  feedlot-  from 
60  to  120  days,  and  weigh  from  90  to 
120  pounds  at  the  end  of  the  feeding 
period.  Fed  lambs  range  in  age  from 
7  to  15  months  and  are  usuallv  mar- 
keted during  the  fall,  winter,  and 
early  spring. 

The  principal  producing  State-  lor 
spring  slaughter  lambs  are  Ohio. 
Iowa,  Missouri.  Kentucky.  Califor- 
nia, and  Texas.     The  principal  feed- 


U.   S.   Choice  Grade  Lamb 


LIVE  AND  WHOLESALE  VALUES  AND  MARKETING  MARGIN 
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Figure  6. 
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ing  States  for  i In-  fattening  <>l  lambs 
are  Nebraska,  Iowa,  Kansas,  Ohio, 
Illinois.  South  Dakota,  and  Minne- 
sota. 

Lambs  for  slaughter  can  be  -<>ld 
through  terminal  public  markets, 
direct!)  to  packers  or  dealers,  or 
through    auction    markets.     The   ex- 

[tense  of  marketing  spring  and  fed 
audi-  i-  similar  t<>  that  for  marketing 
feeder  lambs. 

Timing,  in  purchasing  the  feeder 
animal-  and  in  selling  finished  lambs, 
i-  among  the  more  important  factors 
in  determining  the  net  profit  or  loss 
in  the  feeding  operations,  (lost  of 
tin'  feeder  lambs  accounts  for  more 
than  hall'  the  cost  of  the  fattened 
animals.  Mso,  cost  per  100  pounds 
of  gain  made  in  the  feedlot  is  usually 
greater  than  the  selling  price  per  100 
pounds  of  the  lambs  when  fat.  There- 
Inn,  to  realize  a  profit,  fat  lambs 
in i j - 1  sell  at  a  higher  price  per  hun- 
dredweight than  their  cost  as  feeders. 

Livc-to-Wholesale  Margin 

Margins  in  marketing  lamb  through 
wholesale  market  channels,  as  repre- 
Bented  b)  the  live-to-wholesale  margin 
shown  in  figure  6.  dropped  from  al- 
um-1  S  I  per  100  pounds  of  live  lamb 
in  Jul)  \949  to  a  minus  38  cents  in 
\pril  1951.  Thereafter,  thev  in- 
creased gradually  until  1954.  Since 
then,  except  for  seasonal  changes.  the\ 
have  remained  relativelv  stable  at  or 
near  {  I. 

The  live-to-wholesale  margin  is  the 
average  price  spread  between  live- 
weight  prices  paid  bv  packer-whole- 
saler- for  live  animals  at  public  stock- 
Nan!  markets,  and  the  aggregate 
average  wholesale  value,  expressed 
in  liveweight  terms,  of  the  lamb  car- 
eass  and  all  byproducts,  both  edible 
and  inedible.  Consequently,  the  per- 
centage yields  of  edible  lamb  prod- 
ucts, prices  paid  by  packer-whole- 
saler-, and  prices  received  bv  these 
agencies  for  edible  and  inedible  lamb 
products  are  the  principal  factors 
affecting  live-to-wholesale  margins 
on    lamb.     On    the    average,    a    100- 


pound    I  .    S.    Choice    grade    wooled 

lamb  will  \  ield  about  17  pounds  of 
wholesale  carcass.  The  byproducts 
of  lamb,  of  which  lamb  pelts  are  the 
most    important,    ordinaril)    have    a 

market  value  equal  to  or  exceeding 
20   percent   of  the  carcass   value. 

Uthough  prices  of  li\e  lamhs  and 
whole-. de  prices  of  lamb  and  lamb 
products  generall)  tend  to  move  up 
and  down  together,  there  also  is  a 
tendency  for  changes  in  wholesale 
prices  to  lag  a  month  or  two  behind 
changes  in  prices  of  live  lamhs.  In 
addition,  when  wholesale  prices  of 
carcass  lamb  are  rising  over  a  period 
of  months,  prices  of  live  lamhs  tend 
to  rise  even  faster  percentagewise. 
Conversely,  when  wholesale  prices  of 
carcass  lamb  are  dropping,  prices  of 
live  lambs  tend  to  drop  more  rapidly. 
Therefore,  general  increases  in  live 
and  wholesale  prices  of  lamb  usually 
are  associated  with  reductions  in  the 
li\  e-to-wholesale  margin,  and  vice 
versa. 

These  tendencies  are  common  char- 
acteristics of  seasonal  price  variations. 
The  20-month  decline  in  the  live-to- 
wholesale  margin  preceding  April 
1951,  the  low  point  of  the  8-year 
period  1949-1956.  was  also  associated 
with  sharp  increases  in  live  and  whole- 
sale lamb  prices.  This  was  during 
the  Korean  conflict,  and  the  sharp 
uptrend  in  wholesale  lamb  prices  was 
curbed  only  by  Government  price 
regulations.  The  long  downward 
sweep  of  lamb  prices  after  April  1951 
to  January  1954  was  associated  with 
a  long,  gradual  increase  in  the  live- 
to-wholesale  margin.  In  1954,  1955, 
and  1956,  the  margin  tended  to  sta- 
bilize at  or  near  S4  as  prices  leveled 
out  during  this  period. 

Marketable  supplies  of  lamb  usually 
are  relatively  short  during  the  first  few 
months  of  the  year.  At  these  times, 
live  lamb  prices  iise  rapidly,  but 
wholesale  prices  begin  to  rise  a  month 
or  more  later  and  rise  less  rapidly, 
shrinking  live-to-wholesale  margins. 
Live  lambs  come  to  market  in  in- 
creasing numbers  during  the  summer 
and  fall.     During  this  period,  through 
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about  October,  seasonal  reductions  in 
prices  of  live  lambs,  which  ordinarily 
precede  price  reductions  at  the  whole- 


sale level,  usually  accompany  seasonal 
increases  in  the  live-to-wholesale 
margin. 


Table  1. — Live- to-wholesale:  Marketing  margins  per  100  pounds  live 
ueight,  II.  S.  Choice  grade  Iamb,  by  quarters,  1949-56 


Period 


1949: 

January-March 

April- June 

July-September 

October-December 

Average 

1950: 

January-March 

April- June 

July-September 

October-December 

Average 

1951: 

January-March 

April- June 

July-September 

October-December 

Average 

1952: 

January-March 

April-June 

July-September 

October-December 

Average 

1953: 

January-March 

\|>ril-June 

July-September 

<  li-tober-December 

Average 

1951: 

January-  March 

\pril- June 

July-September 

October-December 

Average 

See  footnotes  at  end  of  table. 


Live 
weight 
price  ' 


Dollars 
24.31 
27.26 
22.76 
22.18 


24.13 


23.96 
26.30 
26.94 
28.66 


26.46 


36.07 
35.  16 
30.73 
29.94 


32.97 


27.22 
27.89 
27.04 
22.32 


26.12 


21.  12 

21.  32 
21.10 
18.66 


21.37 


21.17 
23.65 

19.51 
19.01 


20.91 


Wholesale  value 


Dollars 
17.57 
55.15 
47.96 
44.70 


48.84 


47.20 
52.31 
51.09 
50.65 


50.31 


54.94 
58.50 
59.00 
60.10 


58.  14 


51.12 
56.49 
56.69 
17.  03 


53.66 


13.96 
18.18 
16.18 
40.14 


It.  61 


43.55 
18.21 

42.90 
11.37 


11.  01 


Live 
weight 
equiva- 
lent 3 


Dollars 
21.94 
26.00 
22.87 
20.91 


22.93 


21.77 
24.74 
24.35 
23.69 


23.63 


25.34 
27.61 
28.12 
28.10 


27.30 


25.11 
26.64 
27.02 
22.  00 


25.19 


20.28 
22.73 
22.03 

18.77 


20.95 


20.09 
22.  7 1 
20.  U> 
19.  35 


20.66 


product 
credit  4 


Dollars 
4.83 
4.26 
3.31 
3.90 


4.08 


4.86 
4.52 
4.55 
6.65 


5.14 


7.60 


5.67 
l.  18 
3.72 

I.  10 


4.57 


5.25 

3.61 
f.21 


1.  tl 


5.06 
1.49 
3.  55 

l. 01 


4.28 


Total 
value 


Dollars 
26.77 
30.26 
26.  18 
24.81 


27.01 


26.63 
29.26 
28.90 
30.34 


28.77 


11.68 

37.02 

8.39 

36.00 

4.97 

33.09 

5.36 

33.16 

31.  90 


30.78 
31.  12 
30.74 
26.  lo 


29.76 


25.53 

27.  20 
25.64 
22.98 


25.36 


25.15 
27.23 

21.01 
23.39 


24.94 
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Table  I. — Live- to-wholesale:  Marketing  margins  \>vr  HH)  pounds  live 
weight,  I  ,   S.  Choice  grade  laml>,  by  quarters,   1949-56 — Continued 


Live 
weight 
price  l 

Wholesale  value 

Live-io- 

Period 

Car- 
cass 

Live 
weight 
equiva- 
lent 3 

By. 

product 

credit  * 

Total 
value 

whole- 
sale 

margin  5 

1955: 

Januar\     March 

Dollars 
20.99 
21.35 
19.56 
18.28 

Dollars 
42.30 
1 1.  59 
43.23 
39.56 

Dollars 
19.51 
2 1 .  05 
20.61 
18.50 

Dollars 

5.03 
1.  09 
3.24 
3.67 

Dollars 

24.54 
25.  14 
23.85 

22.17 

Dollars 
3.55 

Julv-September 

October-December 

3.79 
4.29 
3.89 

Average 

20.04 

42.42 

19.92 

4.01 

23.93 

3.89 

1956: 

April- June 

Julv-September 

October-December 

18.89 

22.  29 
20.84 
18.94 

37.48 
46.77 
46.02 
40.51 

17.29 
22.09 
21.94 
18.95 

4.61 
3.98 
3.29 
4.13 

21.90 
26.07 
25.23 
23.08 

3.01 
3.78 
4.39 
4.  14 

Average 

20.24 

42.69 

20.07 

4.00 

24.07 

3.83 

1  Weighted  averages  of  prices  of  Choice  grade  lambs  in  the  following  public  stockyard 
markets:  Omaha,  South  St.  Paul,  Chicago,  Sioux  City,  Kansas  City  (Mo.),  St.  Louis 
(National  Stockyards),  Denver,  Ogden,  South  San  Francisco,  Portland,  Fort  Worth,  San 
Vntonio.  Oklahoma  City,  Louisville,  and  Nashville. 

:  Vt  holesale  prices  were  obtained  for  New-  York,  Chicago,  Los  Angeles,  San  Francisco, 
and  Portland  markets.  The  West  Coast  markets — Los  Angeles,  San  Francisco,  and 
Portland — were  combined  and  the  average  was  given  an  equal  weight  with  Chicago  and 
New  "1  ork. 

3  On  the  average  for  a  year,  about  47  pounds  of  carcass  cuts  are  obtained  from  100 
pounds  of  live  lamb.  Carcass  vields  vary-  by  months  because  of  changing  pelt  yields: 
January.  46.3:  February,  46.1:  March,  46.0:  April,  46.2;  May,  46.6:  June,  48.7;  July,  48.1: 
August,  47.6:  September,  47.3:  October,  47.0;  November,  46.8;  and  December,  46.5. 

4  Estimated  value  of  edible  and  inedible  byproducts,  including  wool  pelt.  Yields  of 
wool  pelt  per  100  pounds  of  live  lamb  were  estimated  as  follows:  January,  6.3;  February, 
6.8:  March.  6.9:  April,  6.5:  May,  6.2;  June,  3.7:  July,  3.9;  August,  4.2;  September,  4.5; 
October,  4.9:  November,  5.3:  and  December.  5.7. 

5  Column  5  minus  column  1. 


Wholesale-to-Retail  Margin 

Wholesale-to-retail  margins  for 
lamb  trended  generally  upward  after 
1949  (table  2).  Margins  for  retailers 
were  higher  in  the  1954-55-56  period 
than  in  1949  by  about  S3  per  100 
pounds  of  lamb  carcass.  Seasonal 
variations  in  wholesale-to-retail  mar- 
gin?, although  more  pronounced, 
followed  the  same  general  pattern  as 
live-to-wholesale  margins,  usually 
dropping  sharply  during  the  spring 
and  rising  during  the  fall  and  winter. 

The  costs  of  a  variety  of  services 
are    covered     by     the     wholesale-to- 


retail  margin.  Included  are  costs  to 
the  retailer  of  procuring,  cutting, 
trimming,  displaying,  and  selling, 
the  cost  of  transporting  lamb  from 
the  packer-wholesaler  plant  to  the 
retail  establishment,  and  a  cost 
allowance  for  spoilage  and  waste 
from  cutting,  trimming,  boning,  and 
shrinkage.  Since  an  average  lamb 
carcass  comprises  about  47  percent 
of  the  live  weight,  and  since  the 
weight  of  all  salable  cuts  of  a  lamb 
represents  about  90  percent  of  the 
carcass  weight,  only  about  42  pounds 
of  salable  retail  cuts  normally  are 
obtained    from    100    pounds    of   live 
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lamb.  Thus,  before  any  marketing 
costs  are  added  to  the  net  return 
received  by  the  farmer  or  rancher, 
the  retail  price  per  pound  must  be 
more  than  double  the  live  weight 
price  per  pound  to  be  equivalent  to 
the  price  paid  to  the  producer  for  the 
live  animal. 

But     retail     cuts     vary     in     price. 
More    desirable    cuts    represent    less 


than  half  of  the  total  carcass  (fig. 
Some  of  these  cuts  sell  at  prices  per 
pound  more  than  twice  the  carcass 
price:  other  cuts  sell  at  prices  less 
than  half  the  carcass  price.  An 
illustration  of  the  wide  differences 
in  prices  for  different  retail  cuts  in  a 
typical  retail  food  chain  in  one  metro- 
politan city,  for  May  1956,  is 
presented  in  table  3. 


Table   2. — Wholesale-to-retail:  Marketing    margins   per    100  pounds 
carcass  iveight,   U.  S.   Choice  grade  lamb,  by  quarters,  1949-56 


Period 


1949: 

January-March 

April- June 

July-September 

October-December .... 

Average 

1950: 

January-March 

April-June 

July-September 

October-December.  .  .  . 

Average 

1951: 

January-March 

April- June 

July-September 

October-December.  .  .  . 

Average 

1952: 

January-March 

April-June 

July-September 

October-December .... 

Average 

1953: 

January-March 

April- June 

July-September 

October-December .... 

Average 

1954: 

January-March 

April-June 

July- September 

October-December.  .  .  . 

Average 

See  footnotes  at  end  of  table 
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Average 

composite 

retail 

value  ' 


Dollars 
55.35 
69.54 
63.54 
57.96 


61.60 


58.50 
65.13 
65.40 
65.16 


63.55 


67.65 
70.62 
71.13 
73.38 


70.70 


69.66 
69.48 
71.64 
64.26 


68.76 


56.67 
61.65 
60.24 
56.  16 


58.68 


57.  2  I 
63.57 
60.81 
57.66 


59.82 


Average 

wholesale 

price  2 


Dollars 
47.57 
55.15 
47.  96 
44.70 


48.84 


47.20 
52.33 
51.09 
50.65 


50.32 


54.94 
58.50 
59.00 
60.10 


58.  14 


54.  12 
56.49 
56.69 
47.03 


53.66 


43.96 
48.18 
46.  18 
K>.  14 


44.  61 


43.55 
48.21 
42.90 
41.  37 


44.01 


Wholesale 
to  retail 
margin  3 


Dollars 

7.  78 
14.39 
15.58 
13.26 


12.76 


11.30 
12.80 
11.31 
14.51 


13.23 


12.71 
12.12 
12.  13 
13.28 


12.56 


15.24 
12.99 
14.95 
17.23 


15.10 


12.71 
13.  17 

11.  Of, 

16.02 


14.07 


13.69 
15.36 
17.91 
16.29 


15.81 


Table    2. —  Wholesale-to-retail:   Marketing    margins   per    100   pounds 
carcass  ueight,  U.  S.  Choice  grade  lamb,  by  quarters.  1919— 56— Con. 


Period 


1955: 

January-March.  .  . 

\pril-June 

July  September 
October- December 

Average 

1956: 

January— March .    . 

April-June 

July-September.  .  . 
October-December 

Average 


Average 

composite 

retail 

value  l 


Dollars 
57.78 
59.16 
60.60 
55.02 


58.14 


52.74 
61.68 
61.89 
56.73 


58.26 


Average 

wholesale 

price  3 


Dollars 
42.  30 
II..V) 
43.23 
39.56 


42.42 


37.48 
46.77 
46.02 
40.51 


42.69 


\\  holesale 
to  retail 
margin  3 


Dollars 

15.48 
14.57 
17.37 
15.46 


15.72 


15.26 
14.91 
15.87 
16.22 


15.57 


1  Value  of  90  pounds  of  retail  cuts  estimated  from  United  States  average  price  of  leg  of 
lamb,  and  New  York  City  relationship  of  the  average  price  of  all  cuts  to  the  average  price 
of  leg  of  lamb.  About  *)0  pounds  of  retail  cuts  are  obtained  from  100  pounds  of  lamb 
carcass. 

2  Wholesale  prices  were  obtained  for  New  York,  Chicago,  Los  Angeles,  San  Francisco, 
and  Portland  markets.  The  West  Coast  markets — Los  Angeles,  San  Francisco,  and 
Seattle — were  combined  and  the  average  was  given  equal  weight  with  Chicago  and  New 
York. 

3  No  allowances  were  made  for  losses  in  weight  and  value  of  product  resulting  from 
spoilage,  salvage  selling,  and  other  factors. 


Table  3. — Retail  price  per  pound  and  retail  value  of  100  pounds  of  U.  S. 
Choice   grade   carcass   lamb,    by   specified   cuts,   May   1956  ' 


Item 


Retail  cuts: 

Steaks  and  chops: 

Rib  chops 

Loin  chops 

Roasts  and  other  cuts: 

Leg — whole  or  half 

Shoulder  square  cut 

Breast  and  flank 

Neck,  bone-in 

Shank,  bone-in 

Subtotal  of  retail  cuts 

Bones,  fat,  waste,  and  shrink 

Grand  total  or  average.  .  .  . 


Percentage 
of  carcass 


Percent 


7 
9 

29 

23 

16 

3 

3 


90 
10 


100 


Price  per 
pound 


Cents 


99 
119 

79 
55 
15 
29 
45 


64 


\  alue 


Dollars 

6.93 
10.71 

22.91 
12.65 

2.40 
.87 

1.35 


57.82 
.05 


58 


57.87 


1  This  table  illustrates  the  differences  in  prices  between  various  retail  cuts  of  lamb  for  a 
single  group  of  food  stores  in  a  major  U.  S.  city  in  May  1956. 


420348  O— 57- 
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MAJOR  WHOLESALE  AND 
RETAIL  LAMB  CUTS 


WHOLESALE 
CUTS 


RETAIL  CUTS 


NECK^ 


Riblttj         Stow    meat  &   misc.    cuts  16 


23 


N.ck    Slices 


TOTAL  SALABLE   RETAIL  CUTS  90 

BONES,  FAT   AND  WASTE  10 


TOTAL     100 


U.  S.   DEPARTMENT  OF  AGRICULTURE 


NEC.   3764-54(12)       AGRICULTURAL  MARKETING  SERVICE 


Figure  7. 
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U.  S.  Choice  Grade  Lamb 

WHOLESALE  AND  RETAIL  VALUES  AND 
MARKETING  MARGIN 


o  ■  ■  1 1 1 1. ■  i. ■ 1 1 1 1 1 ii ■  1 1 1 1 1 ii 1 1 1 1 1 1 1 1 1 1 1 1 ii 1 1 ii ii i ii i ii i ii 1 1 1 1 1 1 1 1 1 1 * 1 1 ii ■  i . 1 1. ■  1 1 ■  1 1 1 1 1 1 1 1 1 1 . i ii 


1949       1950      1951       1952      1953       1954      1955      1956 

» CARCASS    WEIGHT    BASIS.  °    FIVE    WHOLESALE    MARKETS. 

VALUE   Of   6.»   LS.    AVERACE   RETAIL    CUTS   (EQUIVALENT    TO    I   LB.    OF   WHOLESALE   CARCASS  LAMB1 
'   DIFFERENCE    BETWEEN    THE    WHOLESALE    PRICE    PER     100    POUNDS    OF    CARCASS    LANS    ANO    THE    RETAIL    VALUE. 


U.   S.    DEPARTMENT    OF    AGRICULTURE 


MEG.     3658-37(1)      AGRICU 


Figure  8. 


The  wholesale-to-retail  margin, 
more  specifically,  is  the  price  spread 
between  the  average  wholesale  price 
of  100  pounds  of  carcass  lamb  and 
the  retail  value  of  the  equivalent 
retail  weight,  90  pounds.1  The  whole- 
sale price  used  in  calculating  the 
wholesale-to-retail  margin  excludes 
all  byproducts  from  consideration 
and  in  this  sense  is  quite  different 
from  the  wholesale  value  referred  to 
in  an  earlier  section. 

Wholesale  prices  and  composite  re- 
tail values  paralleled  one  another 
closely  during  the  period  1949-56 
(fig.  8).  Nevertheless,  lags  in  the 
adjustment  of  retail  prices  from 
month  to  month  in  response  to  basic 
changes  in  supply  or  demand  condi- 
tions resulted  in  some  erratic  month- 
to-month  changes  in  wholesale-to- 
retail  margins.  During  periods  of 
rising  wholesale  and  retail  prices,  as 
in  selected  months  in  1950,  the  whole- 
sale-to-retail margin  dropped  imme- 
diately, because  at  these  times  whole- 


sale prices  usually  began  to  rise  a 
month  or  two  earlier  than  retail 
prices.  The  opposite  tendency  dur- 
ing periods  of  downward  price  adjust- 
ments is  apparent  in  the  price  reduc- 
tions of  1952,  1953,  and  1954.  In- 
creases in  the  margin  were  associated 
with  price  reductions,  because  whole- 
sale prices  dropped  earlier,  and  on  the 
downswing  they  tended  to  fall  more 
sharply  than  retail  values. 

However,  there  were  some  excep- 
tions to  the  general  rule.  The  whole- 
sale-to-retail margin  rose  during  se- 
lected months  in  the  last  three 
quarters  of  1950  despite  increases 
during  that  period  in  both  wholesale 
prices  and  retail  values.  In  the 
latter  half  of  1955  and  the  first 
quarter  of  1956,  wholesale  prices  and 

1  The  retail  value  is  the  value  of  90 
pounds  of  retail  cuts,  estimated  to  be  equiv- 
alent to  100  pounds  of  carcass.  This  is 
because  about  10  percent  of  the  carcass, 
representing  bone,  fat,  and  trim,  does  not 
move  over  the  retail  counter  but  is  sold  to 
Tenderers  at  nominal  prices. 


19 


U.  S.  Choice  Grade  Lamb 


FARM  AND  RETAIL  VALUES  AND 
MARKETING  MARGIN 


t  PER  LB.- 

80 


Margin  A 

iliilnlnl.ilnlllliili 


1949  1950  1951  1952  1953  1954  1955  1956 

^COMPOSITE  RETAIL  PRICE  OF  CHOICE  GRADE  LAMB 

"FARM  VALUE  OF  LIVE  WEICHT  fEOUIVALENT  TO  1  LS.  OF  LAMB  AT  RETAIL'  LESS  BYPRODUCT  ALLOWANCE 

4OIFFERENCE  6ET1EEH  THE  RETAIL  PRICE  PER  LB.  OP  LAMS  AND  FARM  VALUE 


U.  S.    DEPARTMENT   OF    AGRICULTURE 


NEG.     3659-57(1)       AGRICULTURAL    MARKETING    SERVICE 


Figure  9. 


retail  values  dropped  sharply,  but  at 
about  the  same  rate.  Consequently, 
wholesale-to-retail  margins  remained 
relatively  stable  during  this  period. 
For  the  second  and  third  quarters  of 
the  1956  period,  retail  values  in- 
creased slightly,  but  wholesale  prices 
increased  only  in  the  second  quarter. 
Less  than  proportionate  changes  ia 
margins  were  reflected  for  the  same 
period.  However,  wholesale  prices 
and  retail  values  decreased  in  the 
fourth  quarter,  while  margins  in- 
creased slightly. 

Overall  Farm-to-Retail 
Margin 

The  overall  marketing  margin, 
shown  in  figure  9,  is  the  difference 
between  the  average  retail  price  per 
pound  of  lamb  and  the  value  at  the 
farm  of  its  equivalent  quantity  of  five 
lamb,  a  quantity  which  changes 
throughout  the  year  but  averages 
about  2.37  pounds.2 

Overall  margins  on  lamb  declined 
gradually   from   the   first   quarter  of 


1949  to  January  1951,  and  then 
dropped  during  the  second  quarter  of 
1951  (table  4).  Ceiling  price  regula- 
tions of  the  Government  were  im- 
posed early  that  year,  preventing 
retail  prices  of  lamb  from  rising  at  a 
rate  comparable  to  the  rate  of  in- 
crease in  farm  prices  of  lamb.  Mar, 
gins  were  "squeezed"  during  this  pe- 
riod as  prices  of  live  lambs  advanced- 
while  wholesale  and  retail  prices,  for 
a  time,  were  held  nearly  stationary. 

2  The  "retail  price"  is  not  the  same  as  the 
"retail  value"  referred  to  in  the  discussion 
on  the  wholesale-to-retail  margin.  Average 
retail  prices  per  pound  were  derived  by 
applying  to  the  U.  S.  average  price  of  leg  of 
lamb,  published  by  the  Bureau  of  Labor 
Statistics,  the  ratio  of  average  price  of  all 
cuts  to  the  price  of  leg  of  lamb  in  New  York 
City.  New  York  average  prices  are  com- 
puted by  the  Livestock  Division  from  prices 
collected  by  the  Market  News  Service, 
USDA.  The  "farm  value"  is  not  the  same 
as  "live  price"  referred  to  in  connection 
with  the  discussion  on  the  live-to-wholesale 
margin.  It  is  the  value  of  the  pounds  of 
live  lamb  (averaging  2.37  pounds  for  the 
year)  required  to  yield  1  pound  of  lamb  at 
retail.  This  value  is  computed  from  aver- 
age prices  received  by  farmers. 
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In  the  following  period,  overall 
marketing  margins  for  lamb  increased 
rapidly  from  19.2  cents  per  retail 
pound  in  the  second  quarter  of  1951 
to  30.2  cents  in  the  fourth  quarter  of 

1952.  Farm  prices  of  lamb  dropped 
sharply  during  this  period,  while  re- 
tail prices  continued  to  increase  for  a 
time,  reaching  a  high  point  about 
January  1,  1952.  During  the  re- 
mainder of  1952,  farm  prices  of  lamb 
dropped  at  a  faster  rate  than  retail 
prices,  causing  a  continued  widening 
in  the  margin. 

Throughout  the  following  3  years, 

1953,  1954,  and  1955,  the  overall 
marketing  margin  on  lamb  continued 
to  trend  upward  as  retail  prices  of 
lamb  leveled  off  and  prices  received 
by  farmers  for  lambs  continued  on  a 
slight  downward  course.  The  over- 
all marketing  margin  for  lambs 
dropped  during  the  first  quarter  of 
1956,  when  farm  prices  improved 
while  retail  prices  declined  somewhat. 
Farm -to -retail  marketing  margins  for 
lamb    increased    in    the    second    and 


third  quarters  of  1956,  but  declined 
slightly  in  the  fourth  quarter. 

Overall  farm-to-retail  margins  on 
lamb  followed  the  same  general  pat- 
tern of  seasonal  variation  as  live- 
to-wholesale  and  wholesale-to-retail 
margins,  dropping  during  the  early 
part  of  the  year  and  rising  through  the 
late  summer,  fall,  and  winter.  This 
resulted  primarily  from  failure  of 
retail  prices  of  lamb  to  adjust  quickly 
to  changes  in  prices  of  lambs  at  the 
farm  level. 

The  marketing  margins  shown  in 
figures  6,  8,  and  9  are  not  strictly 
comparable.  The  live-to-wholesale 
margin  is  based  on  live  weight;  the 
wholesale-to-retail  margin  is  based  on 
carcass  weight;  and  the  farm-to-retail 
margin  is  based  on  retail  weight.  A 
comparison  of  these  margins,  all  ad- 
justed to  a  live-weight  basis,  is  shown 
in  figure  10.  These  margins  or  price 
spreads  are  presented  to  indicate  the 
changes  that  took  place  during  1949- 
1956,  rather  than  the  absolute  mar- 
gins. 


U.  S.  Choice  Grade  Live  Lamb  and  Lamb  Carcasses 

MARKETING  MARGINS 

$  PER  CWTj*7^ 


Figure  10. 
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Since  the  live-to-wholesale  margin  United     States,     the    sum     of      the 

is  computed  from  live  animal  prices  live-to-wholesale     and     v\holesale-to- 

in  15  terminal  markets,  and  farm-to-  retail      margins      will      not      exactly 

retail    margins    arc    computed    from  equal    the    farm-to-rctail    margin    in 

prices   at   the   farm   over   the   entire  figure  10. 

Table  4. — Farm -to-retail:  Marketing  margins  per  pound,  U.  S.  Choice 
grade  lamb  at  retail,  by  quarters.  1949-1956 


Period 

Retail 
price  ' 

Groee 

farm 
value  2 

Byprod- 
uct al- 
low- 
ance 3 

\.t 

farm 

value  ' 

Margin  5 

Farmer's 

share  of 

retail 

price 

1949: 

January-March 

Cents 
61.5 
77.3 
70.6 
64.4 

Cents 
54.2 
59.3 
51.0 
50.6 

Cents 
9.7 
8.4 
6.4 
8.0 

Cents 
44.5 
50.9 
44.6 
42.6 

Cents 
17.0 
26.4 
26.0 
21.8 

Percent 
72 

April— June 

66 

July-September 

63 

October-December 

66 

Average 

68.4 

53.8 

8.2 

45.6 

22.8 

67 

1950: 

January-March 

65.0 

72.4 
72.7 
72.4 

55.2 
57.8 
58.7 
63.7 

10.1 
9.0 
9.2 

13.9 

45.1 
48.8 
49.5 
49.8 

19.9 
23.6 
23.2 
22.6 

69 

April- June 

67 

July-September 

68 

October-December 

69 

Average 

70.6 

58.8 

10.5 

48.3 

22.3 

68 

1951: 

January— March 

75.2 
78.5 
79.0 
81.5 

79.3 
77.4 
69.8 
69.2 

25.1 
18.1 
10.5 
11.1 

54.2 
59.3 
59.3 
58.1 

21.0 
19.2 
19.7 
23.4 

72 

April— June 

76 

July-September 

75 

October-December 

71 

Average 

78.5 

73.9 

16.2 

57.7 

20.8 

74 

1952: 

January— March 

77.4 
77.2 
79.6 
71.4 

64.8 
61.5 
58.4 
49.4 

12.0 
8.9 
7.1 
8.2 

52.8 
52.6 
51.3 
41.2 

24.6 
24.6 
28.3 
30.2 

68 

April- June 

68 

July— September.  . 

64 

October-December 

58 

Average 

76.4 

58.5 

9.0 

49.5 

26.9 

65 

1953: 

January-March 

63.0 
68.5 
66.9 
62.4 

49.3 
50.8 
46.0 
40.4 

10.2 
8.5 
6.4 

:.  i 

39.1 
42.3 
39.6 
33.0 

23.9 

2<k  2 
27.3 
29.4 

62 

April- June 

62 

July-September 

59 

October-December 

53 

Average 

65.2 

46.6 

8.1 

38.5 

26.7 

59 

1954: 

January-March 

April-June 

July-September 

October-December 

63.6 
70.6 
67.6 
64.1 

47.5 
50.8 
43.2 
41.8 

9.6 
8.4 
6.4 

7.2 

37.9 
42.4 
36.8 
34.6 

25.7 
28.2 
30.8 
29.5 

60 

60 

-,l 
54 

Average 

66.5 

45.8 

7.9 

37.9 

28.6 

57 

Sim-  footnotes  ;ii  end  <>i  table, 
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Table  I. — Farm-to-retail:   Marketing  margins  per  pound,  I  .  S.  Choice 

xr<i<Ir    hirnb    at    retail.    by    quarters,    1949-1956 — Continued 


Period 


January    March 

\pril    June 

July-September.  .  . 
October  December 

\\ erage 

1956: 

Janu.ir\    March    .  . 

\pril-June 

Julv    September.  .  . 
October-December 

\\ erage 


Retail 
price  ' 


Cents 
64.2 

65.  7 
67.  3 
61.  1 


farm 
\ a  I ue  - 


6-1.6 


58.6 
68.5 
68.8 
63.0 


64.7 


('cuts 

16.  5 

15.  I 
42.  6 

10.  5 


43.  8 


42.5 

17.5 
11.2 
41.8 


44.0 


By  prod' 

net  al- 


Cents 

9.5 

7.4 
5.8 
6.7 


7.  1 


8.9 
7.3 
5.8 

7.5 


7.4 


Net 

farm 

\  alue  ' 


Cents 

37.0 
38.0 
36.8 
33.8 


36.4 


33.6 
40.2 
38.4 
34.3 


36.6 


Margin  ' 


Cents 
27.  2 
27!  7 
30.5 
27.3 


28.2 


25.0 
28.3 
30.4 
28.7 


28.1 


I  .inner- 
share  of 

retail 
price 


Percent 
58 
58 
55 
55 


56 


57 
59 
56 
54 


57 


1  Composite  retail  price  per  pound  of  Choice  grade  retail  cuts.     See  footnote  2,  page  20, 
for  method  used  to  estimate  composite  price. 

1  arm  \alue  of  live  weight  equivalent  to  1  pound  of  retail  cuts,  computed  from  U.  S. 
average  prices  received  by  farmers.  On  the  average  for  a  year  about  2.37  pounds  of  live 
weight  i-  equivalent  to  1  pound  of  retail  cuts.  Live-weight  equivalents  vary  by  months — 
Jan.  2.40;  Feb..  2.41;  Mar.,  2.42:  April.  2.10:  Mav,  2.39:  June,  2.28:  Julv,  2.31;  Aug.,  2.34; 
Sept.,  2.35:  Oct..  2.36:  Nov..  2.38:  and  Dec,  2.39. 

'  Farm  value  imputed  to  edible  and  inedible  byproducts. 

*  Gross  farm  value  less  byproduct  allowance. 

5  Retail  price  less  net  farm  value. 
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Examples  of  Marketing 
Margins  for  Lamb 

To  illustrate  the  steps  in  marketing 
lamb  and  the  costs  of  marketing  from 
farm  and  ranch  to  wholesale  and  to 
retail,  six  examples  have  been  worked 
out  from  information  in  the  Depart- 
ment and  in  State  Agricultural  Ex- 
periment Stations,  and  from  counU 
agents,  and  market  news  reports  of 
actual  prices.  They  describe  the 
feeding  and  marketing  of: 

1.  Feeder  lambs  from  ranch  in 
Wyoming  to  sale  of  U.  S.  Choice 
grade  lamb  at  retail  in  Boston  in 
January  1956. 

2.  Spring  slaughter  lambs  from 
producer  in  Ohio  to  consumers  in 
New  York,  July  1956. 


,w^^;.,,X,. 


3.  Fed  slaughter  lambs  from  ranch 
in  California  to  consumers  in  I  .<>• 
Angeles  in  April  1956. 

4.  Feeder  lambs  from  ranch  in 
Texas  to  retail  in  Vi  ashington,  D.  C, 
in  December  1955. 

5.  Feeder  lambs  from  ranch  in 
Idaho  to  sale  at  retail  in  Portland 
in  January  1956. 

6.  Spring  lambs  from  ranch  in 
Montana  to  consumers  in  Chicago  in 
September  1955. 

These  examples  are  designed  to 
represent  different  marketing  and 
feeding  programs  for  U.  S.  Choice 
grade  spring  lambs  and  fed  laml>-. 
They    bring    out    the    importance    of 


Six  Examples,  In  Different  Situations,  1955  and  1956 

WHERE  THE  CONSUMER'S  LAMB  DOLLAR  GOES 


$1.00 

Retailer 
80<     -Packer, 


wholesaler* 

Livestock 
60<t     _  marketing 
expense* 


40$    — 

oq>     -Rancher 


Example  No.    1 


*  INCLUDES    T*AH%PQHTATlOH 


O   LAMOJ    04IJCD    AMD    'tO    ON    lAml    fAKm 


.   S.    OfPARTWtNT    0*     AOMI 


Figure  1 1 . 
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variations  in  nel  returns  received  h\ 
farmers  and  ranchers  and  bj  market- 
ing agencies,  resulting  from  differ- 
ences m  feeding  programs,  marketing 
channels  used,  location,  time  of  mar- 
keting, and  other  factors  during  the 
feeding  year  1955  56.  The  results 
obtained  from  these  cases  are  not 
intended  to  Buggesl  tlie  average  re- 
turns   which    max     be    expected    from 

the  different  production  and  market- 
ing channels  or  outlets,  locations  of 
slaughter,  and  retail  outlets.  Nor 
are  the)  intended  to  indicate  that 
an\  particular  feeding  program  is 
superior  to  other  programs,  or  that 
an\  particular  marketing  system  or 
channel  is  Buperior  to  other  channels. 
\  different  marketing  decision,  there- 
fore, mighl  well  have  changed 
markedh  the  estimated  returns.   Each 


case  Bhould  be  considered  >trietl\  as 
.m  individual  example  of  marketing. 
The  distribution  of  the  consumers 
lamb  dollar  for  each  of  these  examples 
of  marketing  is  shown  in  figure  I  I. 

In  estimating  the  distribution  of 
the  consumer's  dollar  Bpenl  for  lamb, 
shown  in  these  examples,  returns  to 
ranchers  and  feeders  and  the  expenses 
ol  marketing  live  animals  were  re- 
duced l>\  appropriate  amounts  to 
allow  for  the  imputed  value  of  by- 
products. The  byproduct  value  was 
not  included  in  the  retail  lamb  value 
which  served  as  the  base  for  these  per- 
centage calculations.  Government 
payments  for  wool  in  1955-56  were 
not  included  in  these  calculations, 
since  they  are  not  considered  as  a  part 
of  the  consumer's  dollar  spent  for 
lamb  in  retail  stores. 


Example  1. — Feeder  Lambs  From  Ranch  In  Wyoming 
to  Consumers  in  Boston 

This    illustration    assumes   that   in  U.    S.    Choice.     An    Omaha    packer 

September  1955,  feeder  lambs  weigh-  bought    these    lambs    for    immediate 

ing  TO  pounds  raised  near  Greybull.  slaughter.     They  were  processed  into 

\\\o..    were    shipped    by   rail   to   the  wholesale    carcasses,    pelts,     variety 

Omaha     terminal    livestock    market.  meats,  and  inedible  byproducts.     On 

where  an  order  buyer  bought  them  the  average,  the  lambs  yielded  42.8 

for  a  feeder.     They  w  ere  then  shipped  pounds  of  carcass  at  wholesale. 
h\    truck  to  a  ranch  near  Walthill.  The     packer-wholesaler    sold     the 

\ebr.     They  weighed  63  pounds  when  variety    meats,    pelts,    and    inedible 

the)     arrived    at    the    feedlot.     The  byproducts  to  processors  at  his  plant 

feeder    lambs    were    put    on    pasture  at     wholesale     prices.     He     shipped 

and  full  dry-lot  feeding  for  110  days.  the  wholesale  carcasses  to  a  retailer 

In   mid-January,   when   the   lambs  in  Boston.    The  Boston  retailer  proc- 

weighed   95   pounds,   the  feeder  had  essed   each   42.8-pound   carcass   into 

them  trucked  to  the  Omaha  terminal  38.5  pounds  of  retail  cuts,  and  sold 

market,     where     they     weighed     92  them  in  Boston  to  consumers  during 

pounds,    filled    weight,    and    graded  January  1956. 

Estimated  Marketing  Costs  and  Returns 

Return  to  rancher: 

Sale  value  of  67-pound  U.  S.  Choice  spring  feeder  lamb  at  Omaha, 

September  1955,  at  $17.83  per  cwt $11.  95 

Less  marketing  expense: 

Trucking  expense  from  ranch  to  Greybull,  Wyo SO.  06 

Rail  expense  from  Grevbull  to  Omaha 73 

Expenses   at   Omaha   livestock   market,   including   commission, 

yardage,  feed,  etc 37 

Total  marketing  expense  to  rancher 1.  16 

Gross  return  to  rancher 10.  79 
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Return  to  feeder: 

Sale  value  of  92-pound  U.  S.  Choice  fed  slaughter  lamb  at  Omaha, 

January  1956,  at  $18.61   per  cwt 817.  12 

Less  marketing  expense: 

Trucking  expense  from  Nebraska  fecdlot  to  Omaha $0.  36 

Expenses    at    Omaha    livestock    market,    including   commission, 

yardage,  feed,  etc 37 

Total  marketing  expense  to  feeder .73 

Net  received  by  feeder  from  sale  of  fed  lamb 16.  39 

Cost  of  67-pound  feeder  lamb  at  Omaha $1 1.  95 

Marketing  expense  to  purchaser: 

Commission  at  Omaha  market 10 

Trucking  lambs  from  market  to  feedlot 36 


Total  cost  of  lamb  at  feedlot \2.  11 

Return  to  feeder  from  feeding  of  fed  slaughter  lamb 3.  98 

Receipts  from  Government  wool  payment  at  77  cents  per  cwt.  live 

weight .71 

Gross  return  to  feeder  from  sale  of  lamb  plus  Government  wool 

payment 4.  69 


Estimated  Net  Return  to  Feeder 

Gross  return  to  feeder  from  lamb  sale  plus  Government  wool  payment $4.  69 

Less  feeding  costs:  ' 
Pasture,  20  days  2. 

Corn,  91.0  pounds  at  $1.31  bu $2.  12 

Alfalfa  hay,  146.0  pounds  at  $20.32  ton 1.  48 

Salt,  1.3  pounds  at  $1.35  cwt 02 

Total  feed  costs 3.  62 

Miscellaneous  (medicine,  veterinarian,  death  losses  in  feedlot, 

etc.) 37 

Labor 12 


Total  feeding  costs Ill 

Net  return  to  feeder .58 

1  This  feeding  ration  and  costs  were  based  upon  feeding  rations,  feeding  practices, 
and  costs  reported  from  this  area. 

2  No  charge  was  made  for   the   pasture   as   it    was  grain   and   hay   stubble  of  DO 
marketable  value. 


Return  to  packer-wholesaler: 

Wholesale  Value  of  42.8-pound  U.  S.  Choice  lamb  carcass  at  Boston,  January 

1956,  at  S38.81  per  cwt '.    $16.61 

Less  cost  of  shipping  carcass,  Omaha  to  Boston 1.  26 

Net  received  from  sale  of  carcass 15.  35 

Cost  of  92-pound  U.  S.  Choice  fed  slaughter  lamb $17.  12 

Value  of  byproducts 4.  02 

Cost  of  live  lamb  at  plant  less  byproducts 13.  10 

Gross  return  to  packer-wholesaler 2.  25 

Return  to  retailer: 

Retail  value  of  38.5  pounds  U.  S.  Choice  grade  retail  cuts  in  Boston,  Jaim.ir\ 

1956,  at  $52.59  cwt 2<).  2"> 

Less  cost  of  42.8-pound  wholesale  carcass  in  Boston,  January  1956,  at  $38.81 

cwt 16.  61 

Gross  return  to  retailer 3.  64 
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Estimated  Distribution  of  Consumer's  Dollar  Spent  for  Lamb 


Ii.-mi 


Return  t<>  retailer 

Return  to  packer-wholesaler 
Cost  at   terminal  markets.  .  . 

Transportation  cost 

Return  ti>  feeder 

Return  lo  rancher 

Total 


\  alue  of  retail 

(Ills 

\\  here   the 

consumer  a 

lamb  money 

i  onsumers' 

dollars 

P 

erceiil 

goes  at  52.6 

cents  per 

pound 

Cents 

3.64 

18. 

0 

9.5 

1.78 

8. 

8 

4.6 

.67 

3. 

3 

1.7 

2.  U, 

12. 

1 

6.4 

3.15 

15. 

(. 

8.2 

8.55 

42. 

2 

22.2 

20.25 

1(10. 

0 

52.6 

1  In  estimating  the  distribution  of  the  consumer's  dollar  spent  for  lamb  shown  in  this 
example  and  in  those  following,  returns  to  ranchers  and  feeders  and  the  expenses  of  niarket- 
ing  live  anim.il-  were  reduced  by  appropriate  amounts  to  allow  for  the  imputed  value  of 
byproducts.  The  byproduct  value  was  not  included  in  the  retail  lamb  value  which  served 
as  tin-  base  for  these  percentage  calculations. 

Example  2. — Spring  Slaughter  Lambs  From  Farm  in  Ohio 
to  Consumers  in  New  York  City 

This  example  describes  the  market-  processed  them  into  wholesale  car- 
ing of  L  .  S.  Choice  grade  spring  lambs  casses,  pelts,  variety  meats,  and 
a\craging  80  pounds.  Which,  it  is  inedible  byproducts.  On  the  average, 
a>stimed.  were  raised  on  a  farm  in  the  lambs  yielded  35.4  pounds  of 
( )hio.  Early  in  July  1956.  the  farmer  carcass  at  wholesale.  The  packer, 
sold  these  lambs  to  a  buyer  for  a  in  turn,  sold  the  wholesale  carcasses 
New  York  City  packer.  The  buyer  to  a  New  York  City  retailer.  The 
shipped  the  lambs  by  rail  directly  to  retailer  fabricated  each  35.4-pound 
the  packer  in  New  York  City,  where  carcass  into  31.9  pounds  of  retail  cuts, 
they  weighed  78  pounds  each.  The  and  sold  them  at  retail  in  New  York 
packer    slaughtered    the    lambs    and  City  in  July  1956. 

Estimated  Marketing  Costs  and  Returns 

Return  to  farmer: 

Sale  value  of  78-pound  lamb  (shrink  deducted)  at  Mt.  Gilead,  Ohio,  July  1956, 

at  $22.97  per  cwt 817.  92 

Less  trucking  expense  from  farm  to  Mt.  Gilead 0.  09 

Return  to  farmer  from  sale  of  lamb 17.  83 

Receipts  from  Government  wool  payment  at  80  cents  per  cwt.  live  weight.  ...  .62 

Gross  return  to  farmer  from  sale  of  lamb  plus  Government  wool  payment .      18.  45 

Return  to  packer -wholesaler: 

Wholesale  value  of  35.4-pound  U.  S.  Choice  lamb  carcass  at  New 

York  City,  July  1956,  at  S50.24  per  cwt 17.  78 

Cost  of  78-pound  slaughter  lamb  at  Mt.  Gilead §17.  92 

Rail  transportation,  Alt.  Gilead  to  New  York 0.  73 

Total \      18.65 

\  alue  of  byproducts 2.  45 

Cost  of  live  lamb  at  plant  less  byproducts 16.  20 

Gross  return  to  packer-wholesaler 1.  58 
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Return  to  retailer: 

Retail  value  of  31.9  pounds  of  U.  S.  Choice  grade  retail  cuts  of  lamb  in  \r« 

York  City,  July  1956,  at  $64.7  t  per  cwl .*20.  65 

Less  cost  of  35.4-pound  I .  S.  Choice  wholesale  carcass 17.  78 

Gross  return  to  retailer 2.  87 

Estimated  Distribution  of  Consumer's  Dollar  Spent  for  Lamb  ' 


Value  of  retail  cuts 

\X  here  the 

l  "M-iimer's 

Item 

Consumers' 
dollars 

Pern-Hi 

lamb  money 

goes  at  64.7 

cents  per 

pound 

Return  to  retailer 

2.87 

1.39 

0.72 

15.67 

13.9 
6.7 
3.5 

75.9 

Cents 

9.0 

Return  to  packer-wholesaler 

Transportation  costs 

1.3 
2.3 

Return  to  Ohio  farmer 

49.  1 

Total 

20.65 

100.0 

61.  7 

1  See  footnote  1,  p.  27. 


Example  3. — Spring  Slaughter  Lambs  From  Ranch 
in  California  to  Retail  in  Los  Angeles 


This  illustration  describes  the  mar- 
keting of  73-pound  U.  S.  Choice 
spring  slaughter  lambs  sold  from  a 
ranch  near  Mojave,  Calif.,  in  the 
spring  of  1956. 

It  is  assumed  that  the  rancher 
trucked  the  live  animals  from  his 
ranch  to  the  Los  Angeles  terminal 
public  market.  A  Los  Angeles 
packer  bought  the  lambs  at  the 
terminal    market.     The    lambs    were 


slaughtered  and  processed  into  whole- 
sale carcasses,  pelts,  variety  meal'. 
and  inedible  byproducts.  Each  lamb 
yielded  35.4  pounds  of  wholesale 
carcass.  The  packer-wholesaler  sold 
the  wholesale  carcasses  to  a  Lofl 
Angeles  retailer.  The  Los  Angeles 
retailer  fabricated  each  carcass  into 
31.9  pounds  of  retail  cuts,  and  sold 
them  at  retail  in  Los  Angeles  in 
April  1956. 


Estimated  Marketing  Costs  and  Returns 

Return  to  rancher: 

Sale  value  of  73-pound  U.  S.  Choice  spring  slaughter  lamb  at  Los  Angeles, 

April  1956,  at  319.89  per  cwt $14.53 

Less  marketing  costs: 

Trucking  expense  from  California  ranch  to  Los  Angeles $0.  20 

Expenses  at  Los  Angeles  terminal  market,  including  commission, 

yardage,  feed,  etc 36 


Total  marketing  expense  to  rancher. 


.  56 


Gross  return  to  rancher  from  sale  of  slaughter  lamb 13.97, 

Receipts  from  Government  wool    payment  at  80  cents    per  cwt.  live 

weight -58 


Gross  return  to  rancher  from  sale  of  lamb  plus  Government  wool 
payment 


I  I.  55 
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Return  to  packer-wholesaler : 

\\  bolesale  value  of  .1  35.4-pound  I  .  S.  Choice  lamb  carcass  ai  l.o-   Vnpelc*. 

\,,nl  IT><>.  .11  139.72  <»i  .<ll.  06 

I  .  --  ,  ,.-1  of  73-pound  live  lamb  SI  I   53 

\  alue  of  bj  products  3. 19 

(  ..-I  of  live  lamb  at  plant  less  byproducts  11. 34 

Gross  return  to  packer-wholesaler 2.  72 

Hcium  to  retailer; 

Retail  \.ilu<-  of  31.9  pounds  of  I  .  S.  Choice  lamb  retail  ems  in  Los  Angeles, 

V j.ril  1956,  ..1  $54.30  per  cwl SIT.  32 

I  ess  cost  of  35.  t -pound  lamb  carcass 14. 06 

(,r..--  return  i<>  retailer   3.  26 

Estimated  Distribution  of  Consumer's  Dollar  Spent  for  Lamb  ' 


\  alue  of  retail  cuts 

Where  the 
consumer's 

I  tem 

Consumers" 
dollars 

Percent 

lamb  money 

goes  at  54.3 

cents  per 

pound 

Return  to  retailer 

Return  to  packer-wholesaler 

Terminal  market  costs 

Transportation  costs 

Return  to  rancher 

3.26 
2.22 
0.29 
0.16 
11.39 

18.8 

12.8 

1.7 

0.9 

65.8 

Cents 

10.2 

7.0 

0.9 

0.5 

35.7 

Total 

17.32 

100.0 

54.3 

See  footnote  1,  p.  27. 

Example  4. — Feeder  Lambs  From  Ranch  in  Texas 
to  Consumers  in  Washington,  D.  C. 


This  illustration  assumes  that  in 
the  latter  part  of  July  1955.  feeder 
lambs  weighing  65  pounds  raised 
near  San  Angelo.  Tex.,  were  sold  to 
an  order  buyer.  The  order  buver 
shipped  the  lambs  to  a  feeder  near 
Maryville,  Mo.  The  feeder  had  them 
hauled  by  truck  to  his  feedlot.  where 
the)  arrived  August  1.  weighing  58 
pounds.  The  feeder  lambs  were 
rested  and  filled  on  after-harvest  hay 
>t  ubble  pasture  for  2  days.  They  were 
kept  on  pasture  and  given  increasing 
amounts  of  corn  for  60  days.  About 
October  2.  the  feeder  put  them  on 
full  dry-lot  feeding  for  94  davs.  In 
mid-January  1956.  when  the  fed 
lambs  weighed  100  pounds,  they  were 
trucked  to  the  Kansas  City  terminal 
public   market,   where   they   weighed 


95  pounds,  filled  weight,  and  graded 
U.  S.  Choice.  A  Kansas  City  packer 
bought  the  fed  lambs  for  immediate 
slaughter.  The  packer-wholesaler 
slaughtered  the  lambs  and  processed 
them  into  wholesale  carcasses,  pelts, 
variety  meats,  and  inedible  byprod- 
ucts. On  the  average,  each  of  the 
lambs  yielded  44  pounds  of  wholesale 
carcass  in  addition  to  various  by- 
products. The  packer-wholesaler  sold 
the  variety  meats,  pelts,  and  inedible 
byproducts  to  processors  at  his  plant 
at  wholesale  prices.  He  shipped  the 
carcasses  to  a  retailer  in  Washington. 
D.  C.  The  Washington  retailer  fabri- 
cated each  carcass  into  40  pounds  of 
retail  cuts  and  sold  them  at  retail 
during  January  1956. 
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Estimated  Marketing  Costs  and  Returns 

Return  to  rancher: 

Sale  value  of  64-pound   spring   feeder  lamb,  San   Angelo,  Tex.,  Julv  1955,  at 

$14.31  per  cw  t $9.  16 

Less  marketing  expense: 

Trucking  expense  from  ranch  to  San  Angelo 06 

Gross  return  to  rancher 9.  10 

Return  to  feeder: 

Sale  value  of  95-pound  U.  S.  Choice  fed  slaughter  lamb  at  Kansas  Citv,  Jan- 
uary 1956,  at  S18.22  per  cwt 17.31 

Less  marketing  expense: 

Transportation  from  feedlot  to  Kansas  City $0.  29 

Terminal  market  charges  at  Kansas  City 36 


Total  marketing  cost  of  fed  lamb 65 

Net  received  by  feeder  from  sale  of  fed  lamb 16.  66 

Less  cost  of  lamb  delivered  to  feedlot: 

Cost  of  62-pound  feedei  lamb  at  San  Angelo $9.  16 

Order  buyer's  commission 10 

Transportation  by  rail  from  San  Angelo,  Tex.,  to  Maryville,  Mo 1.  19 

Transportation  by  truck  from  Maryville  to  feedlot 06 


Total  cost  of  lamb  at  feedlot 10.  51 

Gross  return  to  feeder 6.  15 

Receipts  from  Government  wool  payment  at  77  cents  per  cwt.  live  weight 73 

Gross  return  to  feeder  from  lamb  sale  plus  wool  payment 6.  88 


Estimated  Net  Return  to  Feeder: 

Gross  returns  to  feeder  from  lamb  sale  plus  wool  payment $6.  88 

Less  feeding  costs:1 

Pasture,  60  days 2 

Corn,  115.4  pounds  at  81.16  bu $2.  39 

Cottonseed  meal,  9.4  pounds  at  $64.85  ton 30 

Alfalfa  hay,  150.4  pounds  at  S19.90  ton 1.  50 

Salt,  1.4  pounds  at  S1.35  cwt 02 

Total  feed  costs 4.21 

Miscellaneous  (medicine,  veterinarian,  death  losses  in  feedlot). .        .  32 
Labor 26 


Total  feeding  costs L  79 

Net  return  to  feeder * 2.  09 

1  This  feeding  ration  and  costs  were  based  upon  feeding  rations,  practices,  and 
costs  reported  from  this  area. 

2  No  charge  was  made  for  the    pasture,  as  it  was  grain   and  hay  stubble  of  no 
marketable  value. 


Return  to  packer  -wholesale  r : 

Wholesale   value  of  44-pound   U.   S.   Choice   grade   lamb  carcass   a l 

Washington,  D.  C,  January   1956,  at  $38.47  per  cwt ■?!().  93 

Less  cost  of  shipping  carcass  from  Kansas  City  to  Washington,  D.  C 1.  31 

Net  received  from  sale  of  carcass 15. 62 

Less  cost  of  95-pound  U.  S.  Choice  fed  lamb $17.  3  I 

\  alue  of  byproducts 4.  15 

Cost  of  live  lamb  at  plant  less  byproducts 13.  16 

Gross  return  to  packer-wholesaler 2.  W> 
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Return  to  retailer: 

Hri.nl  value  "f  I1 1  pounds  I  .  S.  ( !hoice  lamb  retail  cuts  in  Washington,  I  >.  < '... 

January    1956,  •''  <l>n  65  pec  cwl $24.  2(> 

I  .--  cost  of  44-pound  U.  S.  Choice  carcass         16.  93 

( rross  r.-iurn  to  retailer 7.  33 

Estimated  Distribution  of  Consumer's  Dollars  Spent  for  Lamb 


hem 


Return   Id  retailer 

Return  to  packer-wholesaler 
Cost  at  terminal  market.  .  .  . 

Transportation  rosts 

Return  to  feeder     

Return  to  rancher 

Total 


Value  of  retail  cuts 


Consumers' 
dollars 


7.33 
1.94 
.36 
2.58 
4.86 
7.19 


24.26 


Percent 


30.3 
8.0 
1.5 
10.6 
20.0 
29.6 


100.0 


Where  the 

consumer's 

lamb  money 

goes  at  60.6 

cents  per 

pound 


Cents 


18.4 

4.9 

.9 

6.4 

12.1 

17.9 


60.6 


1  See  footnote  1,  p.  27. 

Example  5. — Feeder  Lambs  From  Ranch  in  Idaho 
to  Consumers  in  Portland 


This  illustration  describes  the 
movement  of  feeder  lambs  through 
marketing  channels  from  a  ranch  near 
Clayton.  Idaho,  in  September  1955  to 
a  consumer  in  Portland.  Oreg.,  in 
January  1956.  It  assumes  that  in 
early  September,  the  feeder  lambs  of 
the  current  year's  crop  weighed  70 
pounds.  They  were  trailed  to  the 
railroad  at  Ketchum.  Idaho,  where 
tln\  weighed  68  pounds,  filled  weight. 
From  Ketchum.  they  were  shipped  by 
rail  to  a  livestock  auction  market  at 
Idaho  Falls,  where  they  arrived  Sep- 
tember 10  weighing  66  pounds  filled. 
\  local  feeder  bought  the  feeder 
lambs  and  trucked  them  to  his  feed- 
lot.  where  they  arrived  September  10 
weighing  65  pounds,  not  filled. 

The  feeder  Iambs  were  put  on  pas- 


ture and  full  dry-lot  feeding  for  113 
days.  Early  in  January  1956,  when 
the  lambs  weighed  100  pounds,  the 
feeder  trucked  them  to  Idaho  Falls 
and  shipped  them  by  rail  directly  to 
a  packer  at  Ogden,  Utah.  The  lambs 
arrived  weighing  93  pounds  not  filled, 
and  graded  U.  S.  Choice  slaughter 
lambs.  The  packer  slaughtered  the 
lambs  and  processed  them  into  whole- 
sale carcasses,  pelts,  variety  meats, 
and  inedible  byproducts.  The  packer- 
wholesaler  shipped  the  carcasses  850 
miles  by  rail  to  Portland,  Oreg.,  where 
he  sold  them  at  wholesale  to  a  Port- 
land retailer.  The  Portland  retailer 
fabricated  each  44.2-pound  carcass 
into  39.8  pounds  of  retail  cuts  and 
sold  them  to  consumers  in  Januarv 
1956. 
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Estimated  Marketing  Costs  and   Returns 
Return  to  rancher: 

Sale  value  of  66-pound   spring   feeder  lamb   at    Idaho   Falls  auction   market, 

September  1955,  at  $16.48  per  cwt $10.  88 

Less  marketing  costs: 

Transportation  from  Ketchum  to  Idaho  Falls $0.  25 

Auction  market  commission  fees  at  Idaho  Falls 37 


Total 62 


Gross  return  to  rancher 10.  26 

Return  to  feeder: 

Sale  value  of  93-pound  U.  S.  Choice  fed  slaughter  lamb  at  Ogden,  January 

1956,  at  $17.26  per  cwt 16.  05 

Less  marketing  cost: 

Transportation  from  fedlot  to  packer  at  Ogden .24 


Net  received  by  feeder  from  sale  of  fed  lamb 15.  81 

Less  cost  of  lamb  delivered  to  feedlot: 

Cost  of  66-pound  feeder  lamb  at     'aho  Falls $10.  88 

Trucking  from  Idaho  Falls  to  feedlot .08 


Total  cost  of  lamb  at  feedlot 10.  % 


Gross  return  to  feeder  from  sale  of  fed  slaughter  lamb I.  85 

Receipts  from  Government  wool  payment  at  77  cents  cwt.  live  weight .72 

Gross  returns  to  feeder  from  lamb  sale  plus  wool  payment 5.  57 


Estimated  Net  Return  to  Feeder: 

Gross  returns  to  feeder  from  lamb  sale  plus  wool  payment $5.  57 

Less  feeding  costs: ' 

Pasture.  ■ — 

Barley,  103.8  lbs.  at  $0.81  bu $1.  75 

Dried  beet  pulp,  91.3  lbs.  at  $31.00  ton 1.11 

Alfalfa  hay,  84.7  lbs.  at  $20.62  ton 87 

Salt,  1.3  lbs.  at  $1.50  cwt 02 

Total  feed  costs 4.  05 

Miscellaneous  (medicine,  veterinarian,  feedlot  death  losses) 36 

Labor 20 

Total  feeding  costs 4.  61 

Net  return  to  feeder 96 

1  This  feeding  ration   and  costs  were  based   ii|x>n   feeding  rations,  practices,  and 
costs  reported  from  the  area. 

2  No  charge  was  made  for  the  pasture  a>  it  w  a*  ;_'rain  and  hay  stubble  of  no  market- 
able value. 


Return  to  packer-wholesaler : 

Wholesale  value  of  44.2-pound  U.  S.  Choice  lamb  carcass  at  Portland,  Oreg., 

January  1956,  at  $38.50  per  cwt $17.02 

Less  cost  of  shipping  carcass,  Ogden  to  Portland 0.94 

Net  received  from  sale  of  lamb  carcass 16.  03 

Less  cost  of  93-pound  V.  S.  Choice  fed  lamb $16.  05 

Value  of  byproducts 4.  06 

Cost  of  live  Iamb  less  byproducts 11.  99 

Gross  return  to  packer-wholesaler 4.  09 
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Return  to  retailer: 

Retail  value  of  39. 8  |h >u ml-  l  .  s.  ( Ihoice  retail  cuts  i"  Portland,  ( tag.,  Jami- 

arj   1956,  al  148.53  per  cwt      $19.  31 

I  .  --  coal  of  1 1.2-pound  I  .  S.  ( Ihoice  lamb  carcass 17.  02 

lini"  return  i"  retailer '2.2') 

Estimated  Distribution  of  Consumers'  Dollar  Spent  for  Lamb 


Item 


Return  to  retailer 

Return  to  packer -wholesaler 
Cost  at  auction  market .... 

Transportation  costs 

Return  to  feeder 

Return  to  rancher 

Total 


\  alue  of  retail  cuts 


Consumers' 
dollar 


2.29 
3.26 
0.30 
1.40 
3.87 
8.  19 


19.31 


Percent 


11.8 
16.9 
1.6 
7.3 
20.0 
42.4 


100.0 


Where  the 

consumer's 

lamb  money 

goes  at  48.5 

cents  per 

pound 


Cents 


5.7 
8.2 
0.8 
3.5 
9.7 
20.6 


48.5 


1  See  footnote  1.  p. 


Example  6. — Spring  Slaughter  Lambs  From  Ranch 
in  Montana  to  Consumers  in  Chicago 


This  example  describes  the  market- 
ing of  75-pound  TJ.  S.  Choice  grade 
spring  lambs  which,  it  is  assumed, 
were  raised  on  a  ranch  near  Ekaloka. 
Mont.  In  September,  the  rancher 
trucked  the  lambs  to  the  rail  station 
at  Baker.  Mont.  From  there,  he 
shipped  them  by  rail  to  the  South  St. 
Paul  terminal  market,  where  they 
weighed  70  pounds,  filled  weight,  and 
graded  U.  S.  Choice  spring  slaughter 
lambs.  A  South  St.  Paul  packer 
bought  the  lambs  for  immediate 
slaughter.  The  packer  slaughtered 
the   lambs  and   processed  them  into 


wholesale  carcasses,  pelts,  variety 
meats,  and  inedible  byproducts.  On 
the  average,  the  lambs  yielded  34 
pounds  of  wholesale  carcass  in  addi- 
tion to  byproducts.  The  packer- 
wholesaler  sold  the  variety  meats, 
pelts,  and  inedible  byproducts  to 
processors  at  his  plant  at  wholesale 
prices.  He  shipped  the  wholesale 
carcasses  to  Chicago  and  sold  them 
to  a  Chicago  retailer.  The  Chicago 
retailer  fabricated  each  carcass  into 
31  pounds  of  retail  cuts  and  retailed 
them  in  Chicago  in  September  1955. 
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Estimated    Marketing   Costs   and    Returns 

Return  to  rancher: 

Sale   value   of    70-pound    U.   S.    Choice    spring    slaughter    lamb    at     South 

St.  Paul,  September  1955,  at  819.08  per  cwt $13.  36 

Less  marketing  costs: 

Trucking  lamb  from  ranch  to  railroad  at  Baker,  Mont $0.  15 

Rail  charges  from  Baker  to  South  St.  Paul 67 

Terminal  market  charges  at  South  St.  Paul 35 

Total 1.17 

Gross  return  to  rancher  for  sale  of  spring  slaughter  lamb 12.  19 

Receipts  from  Government  wool  payment  at  80  cents  per  cut.  live  weight  .  56 

Gross  return  to  rancher  from  sale  of  lamb  plus  Government  wool  payment        12.  75 

Return  to  packer-ivholesaler: 

Wholesale  value  of  34-pound  U.  S.  Choice  lamb  carcass  at  Chicago,  September 

1955,  at  S43.26  per  cwt I  \.  71 

Less  cost  of  shipping  carcass  from  South  St.  Paul  to  Chicago .22 

Net  received  from  sale  of  carcass 11.  I") 

Less  cost  of  70-pound  lamb $13.  36 

Value  of  byproducts 2.  47 

Cost  of  live  lamb  at  plant  less  byproducts 10.  89 

Gross  return  to  packer-wholesaler 3.  60 

Return  to  retailer: 

Retail  value  of  31  pounds  U.  S.  Choice  retail  cuts  at  Chicago,  September  1955, 

at  S64  per  cwt 19.  84 

Less  cost  of  34-pound  lamb  carcass 14.  71 

Gross  return  to  retailer 5.  13 

Estimated  Distribution  of  Consumer's  Dollars  Spent  for  Lamb  ' 


Value  of  retail  cuts 

Where  the 
consumer's 

Item 

Consumers" 
dollars 

Percent 

lamb  money 

goes  at  64.0 

cents  per 

pound 

Return  to  retailer 

5.13 

3.08 

.30 

.92 

10.41 

25.9 

15.5 

1.5 

4.6 

52.5 

Cents 

16.6 

9.9 

Cost  at  terminal  market 

1.0 

2.9 

33.6 

Total 

19.  84 

100.0 

64.0 

1  See  footnote  1,  p.  27. 
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RETURNS  SHOW  WIDE  VARIATIONS 

These  examples  demonstrate  that  returns  to  the  more  important 
marketing  agencies,  as  well  as  returns  to  farmers,  feeders,  and 
ranchers,  can  differ  greatly  during  one  year.  In  the  fifth  example, 
the  retailer  got  about  12  cents  of  the  consumer's  dollar  for  lamb,  while 
in  the  fourth,  the  retailer  got  over  30  cents.  In  the  second  marketing 
situation,  the  packer-wholesaler  received  about  7  cents  of  the  con- 
sumer's dollar,  while  in  the  fifth,  the  packer-wholesaler  got  about  17 
cents  of  the  consumer's  dollar.  In  the  second  situation,  also,  the 
producer  received  over  three-fourths  of  the  consumer's  dollar,  while 
in  the  fourth  the  rancher  and  feeder  together  received  about  half. 

These  figures  show  that  returns  to  the  various  marketing  agencies 
and  to  producers  are  quite  variable.  Had  the  farmer  in  any  particu- 
lar marketing  situation  decided  to  market  his  lambs  a  month  earlier 
or  a  month  later,  his  returns,  and  the  returns  to  the  packer-wholesaler 
and  to  the  retailer,  might  have  been  substantially  different  than  they 

were. 
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